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UNITED STATESCOURT OF APPEALS
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ORDER
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THE CALIFORNIA
Defendant-Appellee-

SUPREME COURT
Cross-Appellant.

Filed June 11, 2001

Before: Joseph T. Sneed, Barry G. Silverman, Circuit Judges,
and John W. Sedwick, 1 District Judge.

ORDER

We certify to the California Supreme Court the question set
forthin Part 11 of thisorder. All further proceedingsin this
case are stayed pending receipt of the answer to the certified
guestion. This appeal iswithdrawn from submission and will
be resubmitted after receipt of the California Supreme Court's
opinion on the certified question. This panel retains jurisdic-
tion over further proceedingsin this court. The parties will
notify the Clerk of this court within one week after the Cali-
fornia Supreme Court accepts or rejects certification and
again within one week after that court renders its opinion.




1 The Honorable John W. Sedwick, District Judge, United States District
Court for the District of Alaska, sitting by designation.
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l.

Pursuant to Rule 29.5 of the California Rules of Court, a
pand of the United States Court of Appeals for the Ninth Cir-
cuit, certifies to the California Supreme Court a question of
law concerning claims arising under California's Uniform
Trade Secret Act, Cdl. Civ. Code § 3426. The decisions of the
Cdlifornia Supreme Court and the Ninth Circuit Court of
Appeals provide no clear answer to the certified question,
which may be dispositive in this appeal. Accordingly, we
respectfully request that the California Supreme Court answer
the gquestion presented below. The California Supreme Court
may reformulate the question. Marin Tug & Barge, Inc. v.
Westport Petroleum, Inc., 238 F.3d 1159, 1160 (9th Cir.
2001). We agree to follow the answer provided by the Cali-
fornia Supreme Court.

.
The caption of the caseis:

CADENCE DESIGN SYSTEMS, INC., aDelaware
corporation,

Plaintiff-Appellant/
Cross-Appellee,

V.

AVANT! CORPORATION, formerly Arcsys, Inc., a
Delaware corporation,

Defendant-Appellee
Cross-Appellant.

Counsel for the parties are as follows:
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For Cadence Design Systems, Inc.: Keker & Van
Nest, L.L.P. (John W. Keker, San Francisco, Califor-
nia).



For Avant! Corporation: OMelveny & MyersLLP
(Daniel H. Bookin, San Francisco, California).

II.
The question certified is:

Under the California Uniform Trade Secrets Act
("UTSA"), Cd. Civ. Code § 3426, when does a
claim for trade secret infringement arise: only once,
when the initial misappropriation occurs, or with
each subsequent misuse of the trade secret?

V.
The relevant facts are as follows;

Cadence and Avant! (pronounced ah VAHN tee) compete
inthe field of integrated circuit design automation. Both com-
panies design "place and route" software, which enables com-
puter chip designersto place and connect tiny components on
a computer chip. Cadence formed in 1988 through the merger
of several companies. Four senior employees left Cadencein
1991 to found Avant!, originally known as Arcsys.

In March 1994, Cadence Vice President Gerald Hsu

("Hsu") resigned from Cadence to sign on with Avant!.
Because of Hsu's possession of valuable business trade
secrets and other confidential information, Cadence informed
Hsu that it objected to hisworking at Avant!. Concerned that
Hsu would reveal proprietary Cadence information when
managing Avant!, Cadence sent Avant! adraft complaint
naming Avant! and Hsu as defendants. Cadence alleged trade
secret misappropriation and other causes of action. In negoti-
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ating a settlement of Cadence's claims, Cadence and Avant!
apparently did not discuss Avant!'s aleged use of Cadence's
Framework 11 ("DFII") trade secret source code.2

After extensive negotiations, in June 1994, the parties
entered into a confidential settlement agreement (the "Agree-
ment" or "Release") that included a mutual general release,
which provided in part:

Cadence, [Avant!] and Hsu . . . hereby forever



release and discharge each other . . . of and from any
and all manner of action, claim or cause of action, in
law or in equity, suits, debts, liens, contracts, agree-
ments, promises, liabilities, demands, losses, dam-
ages, costs or expenses, including without limitation
court costs and attorneys fees, which they may have
against each other at the time of the execution of
this Agreement, known or unknown, including but
not limited to any claims arising out of, or in connec-
tion with, or relating directly or indirectly to the fol-
lowing: Hsu's employment with Cadence, the
cessation of Hsu's employment with Cadence, any
wrongful termination of Hsu, any age or race dis-
crimination by Cadence with respect to Hsu, any
anticompetitive activity or unfair competition or
trade secret misappropriation by Cadence, Hsu or
[Avant!] with respect to Cadence, Hsu or [Avant!]
with respect to Cadence, Hsu or [Avant!] . . . or any
other actions taken by Cadence to with respect to
Hsu or [Avant!] or by Hsu or [Avant!] with respect
to Cadence.

(emphasis added).

2 Computer software programs are written in specialized languages cal-
led source code. The source code, which humans can read, is then trans-
lated into language that computers can read. The computer readable form,
which operates on abinary system, is called object code.
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The Agreement also contained in capital letters a California
Civil Code section 1542 waiver with the following language:

THESE RELEASES EXTEND TO CLAIMS
WHICH THE PARTIESDO NOT KNOW OR SUS
PECT TO EXIST IN THEIR FAVOR, WHICH IF
KNOWN BY THEM WOULD HAVE MATERI-
ALLY AFFECTED THEIR DECISION TO ENTER
INTO THIS RELEASE.

In connection with such waiver and relinquishment,
the Parties acknowledge that they are aware that,
after executing this Agreement, they or their attor-
neysor agents may discover claimsor factsin addi-



tion to or different from those which they now
know or believeto exist . . . but that it istheir inten-
tion hereby fully, finally and forever to settle and
release all of the claims, matters, disputes and dif-
ferences known or unknown, suspected or unsus-
pected, which now exist, may exist, or heretofore

may have existed against each other in connection
with the released matters. In furtherance of this
intention, therelease herein given shall be and
remain in effect asa full and complete r elease not-
withstanding the discovery or existence of any such
additional or different claim or fact.

(emphasis added).

In the summer of 1995, a Cadence engineer discovered a

bug in Avant!'s ArcCell software program that was similar to
a bug he had inadvertently created several years earlier when
writing source code for Cadence's DFII product. In December
1995, the Santa Clara County District Attorney executed a
search of Avant!'s headquarters. Among the items seized was
alog that showed line-by-line copying of Cadence source
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code in 1991 by aformer Cadence employee and Avant!
founder.

In December 1995, Cadence sued Avant! for theft of its
copyrighted and trade secret source code, and sought a pre-
liminary order enjoining the sale of Avant!'s ArcCell and
Aquarius products. In anticipation of trial, both sides filed
cross-motions for partial summary judgment concerning the
effect of the Release. Avant! argued that because Cadence had
released al its claims existing at the time of the Release, any
claims based on continuing or future misuse of trade secrets
that were stolen prior to the date of the Release were now
barred. Cadence maintained that the only claimsit had
released were those for misappropriation occurring before the
effective date of the Release, and not claims to redress
Avant!'s continuing or new misuses of its trade secrets after
the date of the Release.

The district court ruled on these summary judgment

motions on October 13, 1999. Reversing field from itsinitial
order, the district court held that al of Cadence's trade secret
clamsfor post-Release misuse of its DFII trade secrets taken



before the Release were barred by the Release. Cadence now
appeals this decision. If the Release barred Cadence's claims
existing at the time of the Agreement, but did not bar future
claims, the question still remains. "What claims existed at the
time of the Agreement?' Are al Cadence's claims for

Avant!'s trade secret misappropriation part of the same claim,
or does each successive misuse of Cadence trade secret source
code giverise to a separate clam?

V.

We respectfully submit that the question we pose regarding
when atrade secret claim arises is worthy of certification
becauseit islikely to emerge again in cases governed by the
CdiforniaUTSA, itsanswer may be dispositive in this case,
and it is not directly answered by opinions of this court or the
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Cdifornia Supreme Court. We are uncertain whether the Cali-
fornia Supreme Court will take the position that a claim for
trade secret infringement arises only once or repeatedly with
subsequent misuses. We therefore respectfully request that the
Supreme Court of California accept certification and resolve
this question. Because of the pendency of the underlying
clam and arelated criminal trial, we respectfully ask that the
Court expedite its treatment of this question. If the Court
believes that the parties briefs and record excerpts would be
helpful to its determination of the question, we ask that the
Court contact the Office of the Clerk of the Ninth Circuit
Court of Appealsto request the relevant documents.

IT 1S SO ORDERED.

JOSEPH T. SNEED, Presiding Judge
Senior Circuit Judge, U.S. Court of Appedls
for the Ninth Circuit
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